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EXECUTIVE SUMMARY

On May 13, 2004, President George W. Bush signed Executive Order 13339 (Appendix A) establishing the
President’s Advisory Commission (Appendix B) on Asian Americans and Pacific Islanders (AAPIs). AAPI
communities include the following ethnic subgroups: Asian Indian, Chinese, Filipino, Japanese, Korean,
Native Hawaiian and Pacific Islander, Vietnamese, and other Asian (see Appendix C for the population and
sales per firm information for the AAPI subgroups). The purpose of the Commission is to advise the
President with recommendations to provide “equal economic opportunities for full participation of Asian
American and Pacific Islander businesses in our free market economy where they may be underserved and
thus improve the quality of life for Asian Americans and Pacific Islanders.””*

The President recognizes that minority entrepreneurship is key to future economic growth in the United
States, which is consistent with his emphasis on the need to create an “ownership society.” The President
also recognizes, however, that when considering “minority entrepreneurship,” the role that AAPIs play and
their potential to contribute has been largely overlooked. Under the Executive Order, this Commission has
been asked to clarify better the potential benefits of stimulating AAPI economic development and identify
actions to be taken to accomplish this. The Commission’s mission is to review the current economic
participation of the AAPI-owned businesses in our free market economy and recommend ways and means
to enhance the economic potential of AAPIs resulting in the improvement of their quality of life.

Beginning in July 2004, the Commission conducted a series of site visits, technical assistance conferences,
and follow-up meetings in cities across the United States (see Appendices D and E for specific cities). The
purpose of these interactions was two-fold: first, to connect AAPIs from these cities directly with resources
and representatives from federal, state, and community organizations that play a role in economic
development and second, to hear about their successes, challenges, and suggestions for more effective
support. The Commission met with representatives from various federal departments and agencies about
their programs and initiatives targeted at AAPI economic and community development. We also
considered research conducted by various agencies, institutions and individuals.

Identifying Major lIssues
Under the Executive Order, the Commission focused on assessing four main issues:

1. Why focus on economic development for the AAPI community?

2. Do current federal policies and perceptions limit or inhibit growth among AAPI entrepreneurs
and businesses?

3. What can help “unlock” the economic potential of AAPIs?

4. What role can community development and other local (e.g., faith-based) organizations play in
fostering AAPI economic growth?

! Excerpt from Executive Order 13339.
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Key Findings
The Commission’s findings are focused around three major themes:
AAPIs: Potential Economic Engine

AAPIs can make significant contributions to the United States economy over the next decade as
they are the fastest growing population segment, increasing by an estimated 48 percent — from 12.5
million in 20042 to 18.5 million by 2020.> AAPIs are also perceived to be among the most
entrepreneurial of the minority groups, with current per capita business ownership comparable to
that of the non-minority population.*

Despite the potential, AAPI entrepreneurship currently lags behind non-minority businesses in
several key business indicators (see Table 6 for details). It also lags behind other minority-owned
businesses in employees per business and business contractions (see Tables 5 and 6 for details).
These facts indicate a large gap, implying that the average AAPI entrepreneur is more focused on
“sustenance” businesses versus innovative, growth-oriented businesses. AAPI firms received 8
percent of the contracts (in dollar amount) awarded through the network of funded centers of the
Minority Business Development Agency (MBDA\) in fiscal year 2005, while they represent nearly
13.5 percent of the minority population. > Thus, on a population basis, it appears that there is
additional economic potential if AAPIs are more successfully reached when offered support and
assistance and/or if they take advantage of assistance that is available. As the MBDA states in
August 2006 The State of Minority Business Fact Sheets: “The Asian business landscape in 2002
would have been quite different if parity had been achieved. Parity is defined as reaching
proportionality between the adult Asian population and business development measures such as
numbers of firms, gross receipts and employees....Under a parity scenario, paid employment would
have totaled almost 2.5 million — 268,000 more than the actual number.” For Native Hawaiians and
other Pacific Islanders, the gross receipts and paid employment figures would have been at least
five times the actual.® Closing these gaps to expand the entrepreneurial capacity of AAPIs will
likely have tremendous benefits for the economy and for the opportunities and quality of life of
AAPIs.

Census data from 2002 show that the average sales and receipts for an AAPI-owned business is
$292,213, while it is $415,974 for White-owned businesses. A simplistic calculation indicates that
taking current AAPI-owned businesses up to White-owned business performance levels would have
delivered $140 billion in additional receipts that year’ (refer to Appendix G for calculation details).

To develop Tocqueville’s America, one needs to encourage and sustain the “greater involvement of
Americans in governing themselves, their relatively broad education and their wider equality of
opportunity [to] encourage the emergence of the “man of action” with the ‘skill’ to *grasp the
chance of the moment.””® The enabling of the “man of action” with the right “skills” to “grasp the
chance of the moment” is a critical task for the federal government. We define the “man of action”
with the right “skills” as the entrepreneur who can assess an idea in the business environment and
take actions to realize that opportunity.

2U.S. Census Bureau, 2004 American Community Survey.

% Population Projections Program, Population Division, U.S. Census Bureau, Washington, D.C.

4 SBA Office of Advocacy, Dynamics of Minority-Owned Employer Establishments, 1997-2001, p. 5.

® MinorityBiz Fast Facts 2006, U.S. Department of Commerce Minority Business Development Agency & U.S. Census Bureau
News, Nation’s Population One-Third Minority, May 10 2006.

® MinorityBiz Fast Facts 2006, U.S. Department of Commerce Minority Business Development Agency.

" Company Summary: 2002, 2002 Economic Census, Survey of Business Owners, Company Statistics Series, U.S. Census Bureau.

8 Edmund S. Phelps, Wall Street Journal, Feb 12, 2007, A15.
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This thought is also emphasized by Nobel Laureate Edmund Phelps: “The dynamism that the
economic model possesses is in turn a crucial determinant of the country’s economic performance:
Where there is more entrepreneurial activity—and thus more motivation, as well as all the financial
and managerial activity it leads to—there are more jobs to fill, and those added jobs are relatively
engaging and fulfilling. Participation rises accordingly and productivity climbs to a higher path.”®
Thus, the emphasis on entrepreneurial development must be sustained for the AAPIs. As shown
later, developing a significant number of these entrepreneurs into “high potential” or
“opportunistic” entrepreneurs will have even greater impact on the U.S. economy and society.

Developing Opportunistic Entrepreneurs is Key to Growth

An analysis of the employee data from the 2002 Census (Table 6) reveals that AAPI-owned
businesses are smaller than White-owned businesses. These numbers suggest that while there are a
relatively large number of AAPlowned businesses, these businesses tend to be smaller companies
with fewer employees — an indication that AAPIs are more focused on “sustenance” type ventures.
To close the gaps identified between performance of AAPI-owned and White-owned businesses,
AAPIs should be encouraged to be more “opportunistic” entrepreneurs allowing them to explore
and create businesses that grow well beyond the consumer-oriented businesses AAPIs tend to own.

Opportunistic Entrepreneurs (OES) are a critical component of the United States economy since
they represent businesses that grow beyond sustenance. Characteristics of OEs include developing
and promoting new products, technologies and innovations; targeting customers and markets
outside the local community; and, in most cases, using outside financing. The result of successful
OE-led businesses is significantly larger receipts and number of employees per company — and
much larger contributions to the economy. Compared to the average entrepreneur, high-potential
entrepreneurs will typically employ 20 people in 5 years, show continued growth in receipts, are
younger, know more entrepreneurs, and are better able to recognize and find business opportunities
through better market analysis.'® First, we need to instill among AAPIs that America is the “land of
opportunity,” and cultivate conditions that will enable the rise and proliferation of high potential
entrepreneurs in our communities. Reports of several AAPIs returning to their countries of origin is
a disturbing trend.**" *?

High-potential or Opportunistic Entrepreneurs are the backbone of U.S. competitiveness. These
entrepreneurs create the businesses that transformed a static, sluggish economy into a fast-growing
and dynamic one, resulting in a doubling of the productivity in the last two decades.*® Even though
we know that OEs tend to spot growth opportunities and develop that new knowledge into high
potential innovations leading to rapid economic growth, we do not understand the process
undertaken by these “stars” to achieve their phenomenal successes. A concerted effort must be
made, through the implementation of a research program, to systematically follow AAPI OEs (and
other AAPI entrepreneurs) to unlock and codify the secrets of these successes.

® Edmund S. Phelps, Wall Street Journal, Feb 12, 2007,p. A15.

10 Erlend Bullvaag, Zoltan J. Acs, I. Elaine Allen, William D. Bygrave and Stepehen Spinelli, Jr. Global Entrepreneurship Monitor
Report, 2004-2005.

! Ronald Alsop, Wall Street Journal, March 13, 2007, p. B9.

12 India Today International, March 5, 2007, p. 21.

3 Erlend Bullvaag, Zoltan J. Acs, I. Elaine Allen, William D. Bygrave and Stepehen Spinelli, Jr. Global Entrepreneurship Monitor
Report, 2004-2005.
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The “Invisible Minority”-Overcoming Obstacles to Opportunistic Entrepreneurship

The key challenges to developing more OEs within the AAPI community can be summarized in
two parts. First, it is widely perceived that AAPIs are not a “disadvantaged” or “under-represented”
minority group and, therefore, do not need targeted assistance. Second, AAPIs are not aware, do
not seek out, or do not take advantage of what assistance is available to them. Often referred to as
“the Model Minority,” our findings suggest that AAPIs have more accurately become “the Invisible
Minority” — neither viewed as under-represented nor large and unified enough to have a clear voice
— in terms of having programs, resources and support available to them, particularly those centered
around fostering opportunistic entrepreneurship. The reality is that, based on 2000 Census data,
AAPIs (3.7%) constitute less than a third of either the African American (12.3%) or the Hispanic
American populations (12.5%)."* AAPIs are also far from being homogeneous; waves of
immigrants over the past thirty-plus years have introduced dozens of disparate languages and
cultures, and many of these ethnic groups are in fact less educated, less assimilated, and experience
the highest poverty levels in the country (for example, over 22 percent of the Cambodian, Laotian
and Hmong community are reportedly living in poverty)."> Among those who indicated Asian as
their only race, 11.8 percent lived in poverty in 2003, up from 10.1 percent in 2002. The overall
number living in poverty also rose, from 1.2 million to 1.4 million. For the population that reported
Asian descent, regardless of whether they also reported another race, the rate and the number
increased to 11.8 percent and 1.5 million.*®

The federal government has made great progress in creating and reinforcing programs aimed at
encouraging business growth among Hispanic American, African American, and Native American
minorities with some outstanding results (see Table 2 and Figure 3). Figure 3 indicates that since
1987, the business ownership index — the ratio of business ownership to share of population — for
AAPIs has remained essentially constant at around 1.18, while this rate has increased for the
aforementioned ethnic groups. It is important to study what caused the business growth for other
ethnic groups and why AAPIs did not benefit in similar manner. By this measure alone, there is
reasonable evidence that there is an opportunity to help AAPIs enhance their economic potential.

PRIMARY RECOMMENDATIONS

Based on the Commission’s findings, we have developed five primary and three secondary
recommendations to the President that we believe will enhance the economic potential of AAPIs resulting
in the improvement of their quality of life.

The five primary recommendations are:

1.

Increase data collection and reporting on AAPI economic and business activity

The Commission found that data on AAPI-owned business performance and supporting programs
was often over-aggregated, out-dated, or simply lacking. Data to accurately represent current AAPI
business activity must be collected to measure and periodically report the impact of initiatives and
programs on AAPI entrepreneurial performance.

In addition, the government needs to collect and/or make resources available for the collection of
economic data that is disaggregated by AAPI subgroups, not just AAPIs as a whole. The data from
U.S. Census Bureau can be more specific in ethnicity, source of income, and other key statistics.
Research grants and other funding should be made available for research and data collection on

4 population Profile of the United States: 2000 (Internet Release), U.S. Census Bureau.

15 e, C.N. 2007. "Socioeconomic Statistics & Demographics" Asian-Nation: The Landscape of Asian America. <http://www.asian-
nation.org/demographics.shtml>.

18 Income Stable, Poverty Up, Numbers of Americans With and Without Health Insurance Rise, U.S. Census Bureau Reports,
August 26, 2004.
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AAPI economic and community development. The Commission identified a crucial need for
expanded data collection to more fully understand differences among AAPI subgroups and AAPI
entrepreneurs, focusing on characteristics such as demographics and, the entrepreneur’s background
and differences spanning generations within AAPI communities. A White House task force could
facilitate this AAPI-specific data identification and collection process.

2. Make federal economic development programs more widely available to AAPIs
Government agencies (federal, state, and local) need to increase AAPI outreach efforts of current
programs available to other minorities. Some of these programs may also need to be designed with
AAPI-specific support including outreach, language assistance and other cultural counseling to
ensure that AAPIs are able to access programs and succeed in obtaining a “fair share” of the
benefits.

3. Fund and create new programs to encourage greater AAPI participation
In situations where AAPI-specific programs do not exist, government agencies need to create
and/or tailor outreach and support efforts to increase AAPI access to these programs.

4. Establish a Strategic Working Group of representatives from key federal agencies to
coordinate and implement recommendations related to AAPI-owned business growth
Currently, there is no oversight of AAPI-based economic initiatives. Some agencies (e.g.,
Department of Commerce, Small Business Administration (SBA), Department of Treasury, General
Services Administration, Social Security Administration, Department of Transportation, and
Department of Defense) play a key role in creating and supporting programs that foster AAPI
entrepreneurship and should be part of this recommended Strategic Working Group. A key mandate
of this group should be to outline and implement initiatives aimed at increasing outreach, data
collection and economic analysis of AAPI-owned businesses. The Commission also recommends
that this Working Group conduct further research on hidden barriers that AAPIs face in trying to
work with the federal government. Implementing initiatives to improve outreach and support is yet
another mandate recommended.

5. Establish a Task Force to implement the recommendations
In addition to supporting an on-going Strategic Working Group, the Commission believes
establishing a task force to initiate and follow through the implementation of the recommendations
contained in this report and the 2003 AAPI Commission on Health and Disparities reports’ is
critically important. Such a task force can ensure that the work outlined in these reports is managed
and addressed by the Executive Branch and the Congress.

SECONDARY RECOMMENDATIONS

In addition to the primary recommendations listed above, the Commission’s findings reveal several other
important initiatives it proposes to enhance the economic development of AAPIs.

1. Build capability to offer counseling and mentoring on entrepreneurship and business
development issues within community-based organizations
Although community-based organizations historically have been more focused on securing funding
for housing, health care, child care and other social assistance programs, evidence from numerous
studies supports the encouragement of entrepreneurship as a means to generate greater economic
wealth in the community. Training, through local resources and partnerships (e.g., SBA’s SCORE
program), can pay huge dividends in helping AAPIs to not only reach or overcome subsistence
levels but also to encourage and develop more OEs. The Commission recommends that a federal

17 Asian Americans and Pacific Islanders Addressing Health Disparities - Opportunities For Building A Healthier America, 2003,
<http://www.health.gov/communication/db/report_detail.asp?ID=160&page=9&search_type=all&sp=6>.
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agency, such as SBA, facilitate entrepreneurship counseling and mentoring programs targeted to
AAPIs.

2. Foster greater collaboration among various AAPI-oriented organizations
Given the scarce — and declining — resources available to qualified community-based and faith-
based organizations, successful communities have found ways to effectively collaborate across
organizations to secure funding, build critical mass for larger-scale projects, and provide more
extensive training and support of entrepreneurship and business development. Currently, there is
no forum to share these success stories. The Commission recommends that a component of the
Strategic Working Group of key federal agencies suggested in this report also be directed to
coordinate development of programs that foster greater collaboration among the various AAPI
organizations that are currently serving their respective communities.

3. Encourage the establishment of a National Chamber of Commerce for AAPIs
A national chamber will foster the interaction, sharing of experiences and contacts, and highlight
the increasing economic relevance of various regions in global trade and business. Accordingly, we
recommend the establishment of a National Chamber of Commerce for AAPIs.
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WHY FOCUS ON ECONOMIC DEVELOPMENT FOR THE AAPI COMMUNITY?

AAPIs represent a potential “economic engine” that can make significant contributions to the United States
economy over the next decade. AAPIs are expected to be the fastest growing population segment,
increasing by an estimated 48 percent — from 12.5 million to 18.5 million — by 2020, and comprising nearly
9 percent of the U.S. population by 20502 (see Figure 1). AAPIs are also perceived to be among the most
entrepreneurial of the minority groups, with the number of businesses owned per capita comparable to that
of the non-minority population.*®

10% - Figure 1. Projected AAPI Population as
9% - Percent of U.S. Population, 2002- 2050*
8% -

7% -
6% -|
5% -|
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3%
2%
1% 4
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Despite clear potential, AAPI entrepreneurship
currently lags far behind non-minority
businesses in several key areas. Receipts per
business, employees per business, and business
contractions, for example, indicate a large gap,

AAPIS ARE THE
FASTEST GROWING U.S. POPULATION SEGMENT

e Today, there are more than 15 million Americans
of Asian or Native Hawaiian or Pacific Islander

implying on one hand that the average AAPI
entrepreneur is more focused on “sustenance”
businesses versus innovative, growth-oriented
businesses. AAPIs receive fewer government
contracts and assisted financing, in dollar
terms, than other minorities — AAPIs received
8 percent of the contracts and fewer than 10 of
the financings obtained through the Minority
Business Development Agency — suggesting
that AAPIs are not offered similar support and
assistance and/or do not take advantage of what
assistance is available.

Closing these gaps to expand the
entrepreneurial capacity of AAPIs — that is,
finding ways to encourage and support more

heritage, or approximately 4 percent of the U.S.
population.

Within just 4 years, between 2000 and 2004, the
population of Asian Americans increased by 16.2
percent, and the Native Hawaiian and Pacific
Islander population grew by 7.7 percent.

This population is estimated to continue growing,
often at rates higher than any other group. The
Census Bureau estimates that by 2020, the AAPI
population will reach 18.5 million, and by 2050, it
will reach 35.8 million (approximately 9 percent of
the population).

* Source: WWw.Census.gov

AAPI Opportunistic Entrepreneurship — will benefit the economy and improve the opportunities and quality
of life of AAPIs. A simple calculation (Appendix G) indicates that taking receipts of current AAPI-owned

18 2000 data from U.S. Census Bureau: Population Profile of the United States: 2000 (Internet Release), & 2006-2050 from,
National Population Projections Program, U.S. Census Bureau.
19 SBA Office of Advocacy, Dynamics of Minority-Owned Employer Establishments, 1997-2001, p. 5.
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businesses up to White-owned business levels would have garnered nearly $140 billion in additional
receipts in 2002. The resulting new business growth and contributions could create even greater economic
value as the AAPI population expands in the coming decade.

Industrious...Ambitious...Entrepreneurial...Well-Educated... Successful: “Model Minority” characteristics
like these are commonly applied to AAPIs. Why, therefore, would anyone be concerned with improving
the economic situation and well-being for this particular group? We believe the reason is clear.

For the United States to maximize economic growth and remain competitive, it is imperative that the
country’s large and rapidly growing minority population be able to achieve its economic potential and
successfully and fully assimilate into the national economy.

According to a recent study sponsored by the Ewing Marion Kauffman Foundation, an organization
renowned for its study of global entrepreneurial activity, “the same global dynamics that are changing the
face of business in general — from the outsourcing of manufacturing and services to new trends in ‘supply-
chain’ management — make change necessary for minority businesses.” For the U.S. to remain competitive,
its growing minority businesses must be able to improve their economic capabilities and “grow beyond
current performance plateaus.”?

The opportunity and potential to increase the economic performance of the AAPI population is large and
ripe for development. It is a community that is uniquely endowed with strong entrepreneurial foundations
and drive. Investing in the economic development potential for this community can result in significant
gains for the country. We believe that the untapped economic potential of the AAPI community, if
unleashed, could spur a major boost to the national economy.

If the current performance of AAPI-owned businesses continues, the incremental economic contribution
would have been in excess of $142 billion (in 2002 dollars) in annual receipts by 2020.?* Conversely,
continuing to ignore or overlook problems and barriers that AAPI-owned businesses, AAPI entrepreneurs,
and AAPI communities face will result in potential national economic and social costs.

THE POTENTIAL—CURRENT SUCCESS AND STRONG CHARACTERISTICS CAN BE LEVERAGED TO EXPAND
U.S. ECONOMIC PERFORMANCE

At first glance, both economic data and widely-held perceptions would seem to indicate that AAPI-owned
businesses are prolific, generating disproportionate revenue, growing rapidly and, therefore, not seemingly
disadvantaged or underrepresented. The Commission’s view, however, is that the economic potential of the
AAPI community is still not fully realized. Rather, the strong entrepreneurial inclinations of AAPIs and
their track record of successful business start-ups suggest that with targeted programs and expanded
outreach assistance, AAPIs can make even greater economic contributions to the U.S. economy. Following
are a few of the key attributes of the AAPI community that make it particularly attractive as a target for
economic development.

2 Ewing Marion Kaufman Foundation: The New Agenda for Minority Business Development, 2005.
21 2002 AAPI-owned business receipts were approximately $331 billion; 44% growth would yield an additional $142.3 billion.
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AAPI-Owned Firms are Engines of Economic Growth — With Considerable Upside

According to the U.S. Census Bureau Survey of Business Owners (see Table 1 on following page), AAPI-
owned businesses are successful and growing, both in terms of the number of firms and revenue generated.
As of 2002, there were 1.1 million Asian-owned firms, comprising almost five percent of all U.S. firms
(4.93 percent). 2 2 AAPI-owned firms, collectively, had sales and receipts of approximately $331
billion and employed almost 2.24 million paid workers.*®

The census data show that the number of AAPI-owned businesses has grown significantly during the past
several years. From 1997 to 2002, the numbers of Asian-owned firms grew by 24 percent® or more than
double the 10.3 percent growth rate for all U.S. firms *” over the same period. The number of Hawaiian and
Pacific Islander firms grew 49.4 percent,” or more than four times the national average. Yet despite this
growth, Asian-owned businesses lagged the respective growth rates of African American- and Hispanic-
owned businesses. Had the number of Asian-owned businesses achieved the same growth rate as African
American-owned businesses (45 percent), there would have been approximately 1.3 million Asian-owned
firms. Likewise, had the revenue growth of Asian-owned businesses achieved that of African American-
owned businesses (24 percent), Asian-owned businesses would have generated nearly $377 million in 2002
or $50 million more than actual. By either measure, while AAPI-owned businesses have been strong
contributors to the U.S. economy, there is considerable upside potential for even greater contributions with
targeted economic development.

Table 1. Firms and Receipts 1997-2002% % 3t % 33

2002 1997 % change from 1997 — 2002
# of Firms Sales & Receipts # of Firms Sales &Receipts # of Firms Sales &
in (1000) in (1000) Receipts
Asian-owned 1,103,587 $326,663,445 893,590 $302,795,000 24% 8%
PaCifig Islander- 28,948 4,279,591 19,370 4,138,000 49% 3%
owne
Africgn American- 1,197,567 88,641,608 823,499 71,215,000 45% 24%
owne
Hispanic-owned 1,573,464 221,927,425 1,199,896 186,275,000 31% 19%
U.S. TOTAL 22,974,655 | 22,603,658,904 | 20,821,935 | 18,553,243,047 10.3% 21.8%
\(/)th;]ite-owned and 19,071,089 | 22,183,852,369 | 17,885,580 | 18,246,052,557 6.6% 21.6%
ers

AAPI Business Ownership Exceeds Share of Population

Another key attribute that highlights the entrepreneurial capability of the AAPI community is the continued
growth of the number of AAPI-owned businesses which has kept pace with the steady growth of the overall
AAPI population for more than two decades (see Figure 2).

22 Company Summary: 2002, 2002 Economic Census, Survey of Business Owners, Company Statistics Series, & 1997 Economic
Census Minority- and Women-Owned Businesses United States U.S. Census Bureau.

2 Asian Owned Firms 2002, 2002 Economic Census, Survey of Business Owners, Company Statistics Series & U.S. Census
Bureau News, Growth of Native Hawaiian- and Other Pacific Islander-Owned Businesses Over Three Times the National
Average, June 28, 2006, U.S. Census Bureau.

2 Native Hawaiian and Other pacific Islander Owned Firms 2002, 2002 Economic Census, Survey of Business Owners, Company
Statistics Series, U.S. Census Bureau.

% p| data: Ibid ; AA data: Asian Owned Firms 2002, 2002 Economic Census, Survey of Business Owners, Company Statistics
Series, U.S. Census Bureau.

% 2002 Survey of Business Owners, U.S. Census Bureau.

21 U.S. Census Bureau News, Growth of Native Hawaiian- and Other Pacific Islander-Owned Businesses Over Three Times the
National Average, June 28, 2006, U.S. Census Bureau.

22002 Survey of Business Owners, U.S. Census Bureau.

29 |bid.

%0 |bid.

31 1997 Economic Census Minority- and Women-Owned Businesses United States U.S. Census Bureau.

*2 2002 Survey of Business Owners, U.S. Census Bureau.

3 SBA Office of Advocacy, Dynamics of Minority-Owned Employer Establishments, 1997-2001, p. 5.



President’s Advisory Commission on Asian American and Pacific Islanders Page 10

This data is even more revealing when viewed as the ratio of business ownership share to population share,
referred as the “Business Ownership Index.”® Over the period from 1982 to 2002, AAPIs are the only
minority group—other than American Indian and Alaska Natives in just the past two census reports — for
which the ratio of business share to population share exceeds 1.0 (see Table 2 and Figure 3 on following
page). In fact, these data illustrate that AAPIs are the only minority group that has achieved some form of
“parity” in the Business Ownership Index relative to Non-Minority-owned businesses over the 1982-2002
time horizon suggesting that AAPIs have enjoyed a bit of successful entrepreneurial activity.

Figure 2. Percent Share of Population and Business Ownership for AAPIs*?

5,
4.5
4-
3.5
3]
Percent 2.5+
2
1.5
1,
0.5
0

O AAPI Population
B AAPI Business

1982 1987 1992 1997 2002

Achieving parity with Non-Minority-owned businesses in the Business Ownership Index masks, however,
the lack of growth of this index among AAPI-owned businesses relative to other minority groups,
particularly from 1987 to 2002. Over that time period, the Business Ownership Index has grown at a much
greater rate for Hispanic-owned (16 percent), African American-owned (65 percent) and American Indian
and Alaska Native-owned (678 percent) than Asian-owned (-5 percent) businesses. Even Non-Minority-
owned businesses grew 3 percent during this period.

One interpretation of this data might suggest that Asian-owned businesses have achieved “maturity” (parity
with Non-Minority businesses), and therefore should be viewed as needing little targeted support. A
different interpretation, however, would suggest that other minorities have benefited from targeted support,
and similar efforts might translate to growth in the Business Ownership Index for AAPIs. This latter
interpretation is supported by the Commission.

3 SBA Office of Advocacy, Dynamics of Minority-Owned Employer Establishments, 1997-2001, p. 5.
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Table 2. AAPI Share of Population and Business Ownership has Risen over Time®
\ 1982 | 1987 | 1992 | 1997 2002
Share of Population (Percent)
Non-Minority Population 78.90 76.91 74.77 72.70 68.00
Minority Population 21.10 23.09 25.23 27.30 32.00
African American 11.59 11.70 11.90 12.07 12.08
American Indian and Alaska 0.61 0.68 0.73 0.74 0.56
Native
Asian American and Pacific 1.89 247 3.06 3.53 4.21
Islander
Hispanic 7.01 8.23 9.55 10.97 13.77
Share of Business Ownership (Percent)
Non-Minority-Owned 93.16 90.68 87.54 84.88 83.01
Minority-Owned 6.84 9.32 12.46 15.12 16.99
African American-Owned 2.56 3.10 3.60 4.24 5.21
American Indian and Alaska 0.14 0.18 0.59 1.02 0.876
Native-Owned
Asian American and Pacific 2.00 3.03 3.50 4.26 4.93
Islander-Owned
Hispanic-Owned 2.35 3.58 5.00 6.08 6.85
Business Ownership Index: Business Ownership/ Population
Non-Minority-Owned 1.18 1.18 1.17 1.17 1.22
Minority-Owned 0.32 0.40 0.49 0.55 0.53
African American-Owned 0.22 0.26 0.30 0.35 0.43
American Indian and Alaska 0.23 0.26 0.81 1.38 1.56
Native-Owned
Asian American and Pacific 1.06 1.23 1.14 1.21 1.17
Islander-Owned
Hispanic-Owned 0.34 0.43 0.52 0.55 0.50
Figure 3. Business Ownership Indices for
Different Ethnic Groups, 1982-2002%°
1.60 X e=4==\on-Minority-Owned
g X
E_ 120 : & ' * 4 === Minority-Owned
[ e=/y== African American-Owned
£ 0.80 X
=z /N
o X== American Indian and Alaska
@ Native-Owned
= 0.40 1 === Asian American and Pacific
o - Islander-Owned
0.00 =@=Hispanic-Owned
1982 1987 1992 1997 2002

% SBA Office of Advocacy, Dynamics of Minority-Owned Employer Establishments, 1997-2001, p. 5.
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AAPI Women Entrepreneurs Exceed their Share of the Population

Business ownership of AAPI women exceeds their share in the population. Between 1997 and 2004, the
number of Asian and Pacific Islander women-owned firms increased by 69 percent, employment grew by
73 percent, and sales rose by 83 percent.*

As of 2004, there are an estimated 419,793 majority-owned, privately-held firms owned by Asian American
and Pacific Islander women in the U.S., employing about 544,000 people and generating $69.7 billion in
sales. On a national basis, 8.5 percent of Asian and Pacific Islander women were entrepreneurs as of 2002.
More th§7n 1in 12 adult AAPI women chose to own a business, compared to one in 18 of all adult women in
the U.S.

AAPI-Owned Businesses Have Strong Survival Rates and Expansion Rates

Between 1997 and 2001, AAPI-owned businesses demonstrated survival rates — 72.1 percent — that are
stronger than all other minority firms and only slightly below that of non-minority-owned firms at 72.6
percent. During this period, AAPI-owned firms also showed stronger than average expansion rates (see
Table 3). AAPI-owned firms expanded at rates above the national average and only lagged behind the
expansion rate of Hispanic-owned firms.

Table 3. Survival and Expansion Rates between 1997 — 2001

Survival Rate Expansion Rate
All U.S. Establishments 69.8 30.3
IAfrican American-owned 61.0 25.7
AAPI-owned 72.1 32.1
American Indian & Native Alaskan-owned 67.0 27.8
Hispanic-owned 68.6 34

AAPI-Owned Firms are Significant Employers

In 1997, only 26 percent of non-minority-owned firms and 20 percent of minority-owned firms had paid
employees. Of the minority-owned firms, AAPIs employed over 2.2 million employees, controlling almost
48 percent of total minority business payroll and employing 49 percent of minority business employment.
Nearly one-third of Asian-owned businesses had paid employees, compared to only 11 percent of African
American-owned firms and 18 percent of Hispanic-owned firms. This is particularly significant given the
fact that AAPI-owned firms are still fewer in number than the number of Hispanic-owned or African
American-owned firms.

Table 4. Composition of Minority-Owned Firms, Employment 1997

. . Share of Employer
Firm Ownership Firms in TotaI?Fi)llrms Share (Percent)
Firms Employer Firms | Employment | Payroll
Non-Minority-owned 26 85 88 96 97
All Minority-owned 20 15 12 4 3
African American-owned 11 27 15 16 15
AAPI-owned 32 30 47 49 48
American Indian & Alaska Native-owned | 17 6 5 7 7
Hispanic-owned 18 39 34 31 31

% Center for Women’s Business Research, April 2005.

37 Calculated by the National Women’s Business Council using data from the U.S. Census Bureau and the CWBR, April, 2005.
<http://www.nwbc.gov/ResearchPublications/documents/Asian_american_Factsheet_2006.pdf>.

zz SBA Office of Advocacy, Dynamics of Minority-Owned Employer Establishments, 1997-2001.
Ibid.


http://www.nwbc.gov/ResearchPublications/documents/Asian_american_Factsheet_2006.pdf

President’s Advisory Commission on Asian American and Pacific Islanders Page 13

AAPI Immigration: A Source of Economic Growth and Urban Renewal

AARPIs share certain cultural values that lay the foundation for economic accomplishment. Many AAPIs
share a propensity to work hard, maintain an entrepreneurial spirit, aspire to achieve self-sufficiency, and
remain committed to education. These values appear particularly strong among AAPI immigrants and
refugees.

In 2005 nearly 70 percent of AAPIs were first-generation immigrants and/or refugees.* Throughout their
history of immigration, self-employment has been

a prominent mode of work for many AAPIs, The employment rate of Vietnamese refugees in

. . 1975 was 68.2 percent among men and 50.9 percent
Entrepreneurship is often a source of economic among women. Within three years, 94.9 percent of

empowerment, f_or these first-generat_ion AAPIS and all first-wave Vietnamese refugees over the age of
their communities, as well as a provider of jobs and 16 yere employed, as compared to 94.5 percent of

a generator of economic activity. Many AAPI all Americans.

immigrants, such as Asian Indians, come to the

United States already possessing high levels of Asian Americans Impact on Business and Education,
education and skills. www.asianamericans.com/businessimpact.htm

Many of the successes of the AAPI community, from AAPI consumer power to the number of AAPI
college graduates to the number of AAPI-owned small businesses and the impact of the AAPI community-
based organizations and advocacy groups, can be attributed to the strength, hard work, and
accomplishments of first-generation AAPI immigrants.

Another economic stimulus that AAPI

immigrants have brought to this country is “Chinatown in Flushing is home to a vibrant middle class and
the creation and proliferation of Asian blue-collar community, and is wealthier than Chinatown in
ethnic enclaves, such as Little Tokyo Manhattan. Until the 1970s, Flushing was mostly an Italian

(Nihonmachi), Little Saigon, Korea Town and Greek neighborhood, but the downtown was shaken by the
Filipino Town and Chinatown. These  €conomic turmoil of the 1970s. People left Flushing and
enclaves foun’d in or near maj(;r housing prices dropped. Korean and Chinese immigrants

. .. . L began to settle in Flushing by the late 1970s, and have
metropolitan cities with a critical mass of d 3

. predominated since the 1980s.”
AAPIs, have helped spark new business
and job opportunities in these communities  john Roeke, Flushing Chinatown in Queens New York, A
and beyond. According to Dr. Michael Neighborhood Tour
Porter of the Harvard Business School, http://queens.about.com/cs/neighborhoods/a/tour_flushing.htm
“There is a direct correlation between
immigrant populations and job growth in inner cities. Immigrants clearly and more readily identify the
unique business conditions and opportunities that inner cities offer and are able to capitalize upon them.”*!
AAPI immigrants, especially those who are limited-English proficient, tend to settle in these ethnic
enclaves. The continuous influx of AAPI immigrants into these areas infuses vitality and investments into
these communities and spurs economic growth and community renewal.

Growing Number of AAPI Leaders and Role Models

A recent and significantly important development in the AAPI community has been the growing number of
AAPIs in leadership roles in America. The elevation of AAPIs to the upper echelons of American society,
whether in business, government, the arts, science, or philanthropy, sets up important advocates and role
models for the AAPI community. The current Administration has appointed a larger number of AAPIs to
senior positions than previous administrations.

40 Promising Practice Brief, Vol 17 (1), Center on Disability Studies (CDS), University of Hawaii at Manoa.
41 “|mmigrants Fueling Job Growth in U.S. Inner Cities, Study Finds,” Initiative for a Competitive Inner City, November 15, 2005.


http://queens.about.com/cs/neighborhoods/a/tour_flushing.htm
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The AAPI community has a solid foundation for economic success. As the population and number of
AAPI-owned businesses continue to grow, it becomes increasingly important that this segment of the
American economy is able to maximize its potential. The potential to expand the economic capabilities of
the AAPI community is large, especially when it is revealed that there are significant areas where AAPI
economic performance can be enhanced. We believe that there is still a lot of room to grow, and that there
is a good foundation from which to build.

THE OPPORTUNITY-BRIDGE THE PERFORMANCE GAP

On the surface, AAPI-owned businesses appear strong, but deeper analysis reveals that these businesses
actually lag in certain key areas that are significant to long-term economic growth (e.g., high contraction
rates and smaller firm size). While AAPIs start businesses at a higher rate and own businesses with
stronger survival rates than the national norm, these businesses actually remain at the lower end of the
spectrum in terms of receipts, assets and profitability. As emphasized in the Kaufmann Report, *? it is
important for the U.S. to help minority firms grow beyond current performance plateaus.

“Encouraging minorities to start new businesses will still be a priority. But a second and equally important
objective is to ensure that existing minority businesses are taking the necessary steps to achieve substantive
growth,” said Carl J. Schramm, President and CEO of the Kauffman Foundation, upon releasing the study
on June 28, 2005. “This issue has never been more relevant or important than it is today.”**

AAPI-Owned Firms Lag Behind in Size and Economic Contributions

As noted earlier, many AAPIs start businesses and run them successfully. The start-up and survival rates
for these businesses are comparable to or exceed those of White-owned firms. However, AAPI-owned
firms still lag behind White-owned firms in their size and economic contributions (see Table 6). The
average receipts per firm for White-owned firms were $415,974 in 2002.* For Asian American-owned
firms with paid employees, the average receipts per firm were $296,001 — less than three-fourths of the
White-owned average receipts. Companies owned by Native Hawaiians and Pacific Islanders (NHPI)
averaged only $147,851 per firm (see Figure 4). For the aggregated AAPI-owned category, firms averaged
$292,214 per firm in receipts.

Figure 4. Receipts per Firm for Minority Groups and Whites, in dollars*
500,000 -

450,000 415,974
400,000 -
350,000 -

296,002
300,000

250,000 -

200,000 -
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141,044 147,851
150,000 -

100,000 - 74,018

50,000 -
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2 Ewing Marion Kaufman Foundation: The New Agenda for Minority Business Development, 2005.
43 i
Ibid, p. 1.
4 Company Summary: 2002, 2002 Economic Census, Survey of Business Owners, Company Statistics Series, U.S. Census Bureau.
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Not only is the amount of receipts per firm lower for AAPI-owned companies, growth in receipts is below
that of other minority-owned firms and the national average. From 1997 to 2002, the receipts of Asian-
owned firms grew only 7.8 percent versus 22 percent growth of U.S. firms.*> The 7.8 percent growth in
AAPI-owned receipts also lagged behind other minority-owned firms: Hispanic-owned companies grew at
19 percent and African American-owned firms grew at 25 percent over the same period (see Figures 4 and
5).

Figure 5. Percent Growth in Firms & Receipts for
Minority Groups, Whites and the U.S., between 1997-2002 *°

50+

40

O% Firms
B % Receipts

Percent Growth

u.s. White Asian NHPI African Hispanic
American

AAPI-Owned Firms Have Higher Contraction Rates

While AAPI-owned firms had one of the highest growth rates for the number of new firms and had
expansion rates above non-minority-owned firms, they also demonstrated higher risks of decline than all
other firms. According to the Small Business Administration, AAPI-owned firms had the highest
contraction rate of all minority-owned firms (see Table 5).

Table 5. Expansion and Contraction Rates, in percent,
for Non-Minority-Owned and Minority-Owned Firms*

Expansion Rate, Contraction Rate,

1997-2001 1997-2001

Non-minority-owned 274 21.1
Asian American and Pacific Islander-owned 32.1 22.9
American Indian and Alaska Native-owned 27.8 22.4
African American-owned 25.7 19.9
Hispanic-owned 34.0 17.8

Employment for AAPI-Owned Firms Falls Short of the National Average.

Between 1997 and 2002, AAPI-owned firms grew at rates that were more than double that of the national
average and they employed significantly more people than other minority-owned firms. However, it
appears these firms struggle to retain employees and increase receipts per employee. Compared to the

5 U.S. Department of Commerce [MBDA] (2006), The State of Minority Business Enterprises: An Overview of the 2002 Survey of
Business Owners, p. 9.
For 1997 data: <http://www.census.gov/epcd/mwb97/us/us.html>.
For 2002 data: <http://www.census.gov/prod/ec02/sb0200cscosumt.pdf>.

“ Small Business Administration, Office of Advocacy, Dynamics of Minority-Owned Employer Establishments, 1997-2001, p. 9.
<http://www.sba.gov/advo/research/rs251tot.pdf>.


http://www.census.gov/epcd/mwb97/us/us.html
http://www.census.gov/prod/ec02/sb0200cscosumt.pdf
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national average, AAPI-owned companies employed fewer employees per firm, had lower receipts per
employee, paid employees less, and had lower receipts per pay (see Table 6).

Table 6. Summary Data for Firms with Paid Employee(s), 2002*

Employees/Firm | Receipts/Employee | Payroll/Employee (‘000) | Receipts/Payroll
U.S. Total 20.05 $197.00 $34.40 5.73
White-owned 11.03 $146.32 $29.67 4.93
AAPI-owned 6.94 $131.40 $25.35 5.18
Asian American-owned 6.93 $131.50 $25.31 5.20
African American-owned 7.98 $87.30 $23.28 3.75
Hispanic American-owned 7.70 $116.80 $23.89 4.89

Between 1997 and 2001, AAPI-owned firms had the largest job losses of all other minority-owned losses in
non-classified establishments due to closure; 56 percent of AAPI-owned establishments lost employees.
AAPI job loss rates were higher than the average U.S. figures. AAPI-owned firms tied with African

American-owned firms for the largest employment losses due to contraction: 17 percent.*® During this
same period, AAPI-owned firms had 49 percent of total minority business employment.

Clearly, a problem exists when the minority group that employs the most people also has some of the most
significant problems retaining those jobs or adding real economic value per employee.

AAPI Leadership in Mainstream America is Below That of Other Minority Groups

Economic growth is driven by both opportunity
and influence. AAPI leadership in mainstream
America may be on the rise, but AAPI
influence and representation still lags behind in
many key areas.

For example, a study by the Committee of 100
found that AAPIs are underrepresented on
corporate boards. Only 1 percent of Fortune
500 companies have AAPI directors, although
AAPIs make up 5 percent of the population.*
The Committee of 100 also found that AAPIs
are exceptionally underrepresented in the top
tiers of academia. AAPIs are the most
educated ethnic group in America and AAPI
students are well-represented on college
campuses (6.4 percent of students), but only
2.4 percent of the positions of President,
Provost, or Chancellor at major universities are
held by AAPIs.>® This is important from an

According to Korn/Ferry International, the number of Fortune
1000 firms with at least one Asian or Asian American
corporate director between 1995 and 2002 has lagged behind
the number of firms with at least one corporate director who is
Hispanic/Latino, African American, an ethnic minority overall,
or a woman, respectively. In 2002, 79% of Fortune 1000
corporate boards had at least one female corporate director,
71% had at least one ethnic minority corporate director overall,
44% had at least one African American corporate director, 17%
had at least one Hispanic/Latino corporate director, and only
10% had at least one AAPI or Asian corporate director.

In 2002, 60 out of 5,912 Fortune 500 corporate director seats
were held by AAPIs or Asians-- 1% of the total number of
Fortune 500 corporate directors.

In 2003, 60 out of 5,875 Fortune 500 corporate director seats
were held by AAPIs or Asians -- again, 1% of the total number
of Fortune 500 corporate directors.

Committee of 100: Asian Pacific American Corporate Board Report Card

47 U.S. Census Bureau (2006), 2002 Economic Census, Survey of Business Owners: Asian Owned Firms:2002.
For Asian-Owned firms: http://www.census.gov/prod/ec02/sb0200csasiant.pdf;
For African American-Owned firms: http://www.census.gov/prod/ec02/sb0200csblk.pdf;
For Hispanic-Owned firms: http://www.census.gov/prod/ec02/sh0200cshisp.pdf;
For White-Owned firms: http://www.census.gov/prod/ec02/sb0200cscosumt.pdf , and
For Hispanic-Owned firms: http://www.census.gov/prod/ec02/sb0200cshispt.pdf
8 SBA Office of Advocacy, Dynamics of Minority-Owned Employer Establishments, 1997-2001, Table 11.
49 Committee of 100 (2004), Asian Pacific American Corporate Board Report Card
http://mww.committee100.org/initiatives/corporate_board/2004.04.23%20Formal%20Report.pdf.
% Committee of 100 (2005), Asian Pacific American in Higher Education Report Card
http://www.committee100.org/publications/edu/C100_Higher_Ed_Report_Card.pdf.


http://www.census.gov/prod/ec02/sb0200csasiant.pdf
http://www.census.gov/prod/ec02/sb0200csblk.pdf
http://www.census.gov/prod/ec02/sb0200cshisp.pdf
http://www.census.gov/prod/ec02/sb0200cscosumt.pdf
http://www.census.gov/prod/ec02/sb0200cshispt.pdf
http://www.committee100.org/initiatives/corporate_board/2004.04.23%20Formal%20Report.pdf
http://www.committee100.org/publications/edu/C100_Higher_Ed_Report_Card.pdf
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economic development point of view because lack of representation means lack of access. Corporate
boards and academic circles are often places where access to important resources and networking can be
found that can help entrepreneurs grow their businesses.

Politically, AAPI groups are also underrepresented. A Current Population Survey reveals that voter
registration rates for the Asian American population are the lowest of all ethnic groups. Bringing Asian
American registration rates to those of whites would have added almost 700,000 votes in the 2004
elections.”

The Bush Administration has made significant strides in elevating AAPIs to the top tiers of government,
appointing, for the first time in history, two Asian Americans to Cabinet-level positions and appointing the
highest number of AAPIs to key positions within the federal government. However, AAPI representation in
government is still behind that of African Americans and Hispanics. In Congress, there have been a total of
only 15 AAPI voting members.>? Currently, there are only seven members of the House of Representatives
and two Senators of AAPI descent.”® AAPIs do not have Congressional representation that is proportionate
to their share of the national population.

ECONOMIC BENEFITS TO THE U.S. OF DEVELOPING AAPI ECONOMIC POTENTIAL

While it may be impossible to know the precise amount of what the economic potential of AAPI firms
might be, it is clear that the payoff in tapping this potential could be

immense. In 2002, AAPI owned
businesses would have

A “back of the envelope” calculation can illustrate the economic contributed over $140 billion

potential of AAPI businesses (see Appendix G). If the 1.1 million in additional receipts and

Asian American-owned firms had receipts comparable to non- numerous jobs to the U.S.

minority-owned firms in 2002, they would have generated an
additional $132 billion in receipts. If the 29,000 firms owned by
Native Hawaiians and Pacific Islanders were of comparable size, they
would have generated an additional $8 billion in receipts. Taken
together, if AAPI-owned firms were comparable to non-minority-
owned firms, they could have contributed an additional $140 billion in receipts to the economy, supporting
an untold number of new jobs.

economy if they had
performed on par with White-
owned businesses.

Other specific benefits that could result by helping AAPI-owned business grow to scale include the
following:

e Increased U.S. trade and international competitiveness: As the global economy dominates the
national business landscape, Asian Americans’ understanding of both Asian and American culture
and language has become a tremendous asset for corporate America and the American economy.**
AAPI entrepreneurs and professionals are playing important roles to open markets and foster
partnerships between Asia and the United States. A number of AAPI entrepreneurs and
professionals are already doing business or helping to establish more business with their countries
of origin. This activity helps promote U.S. trade overseas and spurs U.S. economic growth.

e Enhanced economic opportunities for the nation and the AAPI community through the creation of
wealth and high-paying jobs.

51 passel, Jeffrey S. Latino and Asian Voters in the 2004 Election and Beyond, Migration Information Source, November 2004.

52 http://en.wikipedia.org/wiki/List_of_Asian_Pacific_Americans_in_the_United_States_Congress.

%3 Dean Statement on the Midterm Elections, November 14, 2006, <http://www.democrats.org/a/2006/11/dean_statement_29.php>.
% Raymund Flandez, Wall Street Journal, March 20, 2007, p. B6.


http://en.wikipedia.org/wiki/List_of_Asian_Pacific_Americans_in_the_United_States_Congress
http://www.democrats.org/a/2006/11/dean_statement_29.php
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e The building of increased capacity and capability of AAPI-owned businesses: Larger firms can
better utilize state-of-the-art technology allowing them to improve productivity.

e The opportunity for larger AAPI-owned firms to become global players in a global economy: Size
makes it easier for firms to succeed in a rapidly changing global environment.

e Increased opportunities for collaboration with other businesses and mentorship from business
leaders.

e Enrichment of talent and skills in American society and corporations through the development of
new leaders within the AAPI community.

The benefit for unlocking AAPI economic potential is significant. It is, therefore, worth the investment to
support AAPI communities in their efforts to assimilate new generations of immigrants, to encourage high-
growth businesses, and to support AAPI entrepreneurs in their efforts to expand their companies to scale.

THE COST OF ‘BUSINESS AS USUAL’ AND IGNORNING AAPI ECONOMIC DEVELOPMENT

While economic performance of AAPIs has been respectable; growth continues to fall behind the national
average as already stated. If economic growth continues to be constrained or limited, especially for new
immigrants, it will result in deep social and economic consequences for the AAPI community on the whole
and, in turn, for the United States.

Past Progress Will Be L ost

One of the key points of the Kauffman Foundation’s study on Minority Business Development is that the
“impressive gains made by minority-owned businesses over the past few years stand to be squandered
unless new growth strategies are adapted to compete in a rapidly changing business market.”*®

“Past models are no longer sufficient to ensure an expanded role for minority entrepreneurs in the U.S. free-
enterprise system,” states James Lowry, a senior vice president of the Boston Consulting Group and the
report’s author. “A collaborative effort among corporations, government, foundations, major universities,
and minor;gy entrepreneurs is required to ensure these businesses grow beyond current performance
plateaus.”

Growing Dependence on Public Support by Immigrant Populations

As noted earlier, the population growth of the AAPI community is expected to increase from 4 percent of
the U.S. population to nearly 9 percent by 2050.%” The majority of this growth is expected to come from
new immigration.

Immigration can either be an enormous economic asset or a drain on society. The history and experience of
AAPI immigration proves that these immigrants come to the United States primarily in search of the
American dream — attainment of self-sufficiency, wealth, and freedom. Immigrants are searching for ways
to support themselves and their families, but if opportunities are limited or inaccessible or significant
barriers exist, immigrants may be left with little choice but to rely on public support.

Already, the immigrant experience is fraught with the challenges of simply surviving and adjusting to a new
place with foreign systems, laws, language, and culture. These challenges compound the difficulties that
entrepreneurs face in starting, running, and growing businesses.

:Z Ewing Marion Kauffman Foundation release, June 28, 2005.
Ibid.
57 National Population Projections Program, U.S. Census Bureau.
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For the U.S. to make the trend of immigration a boon to the economy versus a growing cost to society, the
increasing number of immigrants must be able to successfully settle and readily access America’s
opportunities and support to economically prosper.

Challenges to U.S. Competitiveness

Ignoring AAPI economic potential not only impacts new immigrants but it also has implications for all
Americans. AAPI immigrants are creating new U.S. firms at rates above the national average (see Table 1).
These new firms are helping to create new employment and business advantages for all Americans. If they
are constrained from reaching and maintaining growth, however, employment opportunities could be lost
resulting in a drain of American skilled labor seeking opportunity beyond U.S. shores.

America’s competitive edge today is in its skilled workforce. However, increased globalization and
competitiveness are already making retention and attraction of a skilled workforce a struggle for U.S.
businesses. America must maximize the growth and competitiveness of its homegrown businesses in order
to fully reap the talent it invested in attracting and developing them.

Already, several U.S. business segments, especially the fast-growing technology sector, have opened
significant operations overseas to access the skilled workers they need in order to be competitive. Not only
are U.S. businesses locating operations overseas but their employees have also followed those jobs. The
trend of U.S. businesses and talent finding more lucrative opportunities outside the U.S. will be exacerbated
if the economic potential that exists in the U.S. continues to go under-developed.® > ®

Currently, many Asian countries rank among the fastest growing economies of the world — countries where
millions of Asian Americans originated. As stated in articles published in the Wall Street Journal and India
Today International, people are returning to their countries of origin to do business in these regions. It is
only logical to capture these synergies for U.S. economic growth and thus enhance the economic potential
of AAPIs.

%8 Ronald Alsop, Wall Street Journal, March 13, 2007, p. B9.
% |ndia Today International, March 5, 2007, p. 21.
% Raymund Flandez, Wall Street Journal, March 20, 2007, p. B6.
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ECONOMIC DEVELOPMENT STRATEGIES

The Commission recognizes that there is no “one-size-fits-all” remedy to speed economic development for
the AAPI community as a single entity. AAPIs are the most diverse ethnic group in the U.S. encompassing
50 ethnic subgroups and 100 languages.®® While this diversity can be an asset and adds to the richness of
the Asian American and Pacific Islander cultures and their contributions, it can present many challenges for
policymakers.

We have narrowed our focus to two economic development strategies that we believe are critical to
unleashing the economic potential of Asian American and Pacific Islander-owned businesses:

1) Diversification of AAPI-owned businesses; and
2) Creation and development of AAPI Opportunistic Entrepreneurs.
DIVERSIFY AAPI-OWNED FIRMS AND GROWTH STRATEGIES

One of the most significant factors that limit the economic potential of AAPI-owned businesses is that these
businesses are concentrated in no-growth or low-growth businesses. These businesses also have limited
market reach. AAPI entrepreneurs face all of the challenges that any small business would face and more.
In a significantly more acute way, AAPI entrepreneurs lack the knowledge and background in the American
market economy that would allow them to fully comprehend potential business opportunities and their
probability for success or failure.

As a result, recent immigrants, in particular, tend to cluster around well-known “formula” businesses with
which they are familiar: restaurants or food vending services, nail salons, convenience stores, and other
retail or “mom and pop” type of neighborhood establishments. In 2002, retail and wholesale trade
accounted for 47 percent of Asian-owned business receipts.®” Asian-owned firms also had a high
concentration in “other services,” such as personal services, repair and maintenance, and professional,
scientific, and technical services. Native Hawaiian and Other Pacific Islander-owned businesses appear to
be concentrated in health care and social assistance, “other” services, retail, waste management, and
construction (see Table 7).

Highlights from the Southern California Minority Business Survey

e A notably large number of Korean American-owned businesses are retail companies (44 percent) and an
equally large share is in the services sector (44 percent). Ninety percent of the businesses are sole
proprietorships, 56 percent have fewer than 5 employees, and 26 percent earned revenues between
$101,000 and $1 million.

e Sixty-four percent of Vietnamese businesses are in the service sector, with a concentration in personal
services (16 percent), health services (16 percent), and repair services (11 percent). Thirty-five percent of
businesses in the retail sector were restaurant/fast food companies.

e  Almost one-half of Vietnamese-American firms (49 percent) report that more than 75 percent of their
business comes from the ethnic consumer market.

Source: The Southern California Minority Business Atlas

81 President’s Advisory Commission on Asian Americans and Pacific Islanders, A People Looking Forward: Action for Access and
Partnerships in the 21st Century, Interim Report to the President and the Nation, (Jan. 2001), p. 7.

82 U.S. Census Bureau News, Revenues for Asian-Owned Firms Surpass $326 Billion, Number of Businesses Up 24 Percent, May
16, 2006.
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Table 7. AAPI Firms by Industry®

Asian American- | NHPI--Native Hawaiian and
Industry U.S. Firms | Owned Firms Pacific Islander-owned Firms
All 22,974,655 1,103,587 28,948
Agriculture 249,290 6,261 540
Mining 102,029 456 103
Utilities 18,896 225 1
Construction 2,780,323 38,787 2,853
Manufacturing 601,181 23,719 324
Wholesale trade 711,083 46,564 377
Retail trade 2,584,689 151,616 3,601
Transportation 976,826 52,056 1,412
Information 309,117 12,092 311
Finance and insurance 901,368 30,041 579
Real estate 2,146,154 74,620 1,851
Professional, scientific, technical services 3,280,627 154,220 3,239
Management 28,351 478 3
Waste management 1,568,045 53,028 3,362
Educational services 409,724 15,517 442
Health care and social assistance 2,021,115 123,208 --
Arts, entertainment, and recreation 969,741 26,534 1,678
Hospitality 676,116 104,993 511
Other services 2,677,613 188,701 --
Unclassified 29,593 1,201 --

Unfortunately, these areas of business concentration are also the areas with the lowest growth potential.
Until AAPI businesses are able to diversify or expand into industries with higher growth rates, their
economic potential and opportunity will continue to be limited.

Identify and Diversify into High-Growth Industries

Minority-owned firms can expand the most rapidly if they take the opportunity to select their future
business ventures based on the prospects for those industries in the U.S. and global economies. Strategic
options for a firm’s progress can be formulated based on the growth prospects for particular sectors and the
presence, or absence, of minority-owned businesses in that sector.®

Table 8. Growth rates, in percent, for manufacturing and
Non Manufacturing (products and services) Sectors *

Approximate growth rates for selected Approximate growth rates for selected Non
Manufacturing sub sectors Manufacturing and Services sub sectors
Information Technology 12 Computer and data processing services 19
Health-drug-medical & dental equipment | 5 Securities and trading companies 15
Instruments 3 Management consulting and public relations | 13
Chemicals and Plastics 2 Accounting, Auditing and book keeping 9
Construction Materials 2 Telecommunications 8
Food and Kindred products 2 Advertising Services 6

83 U.S. Census Bureau (2006), Survey of Business Owners 2002 <http://factfinder.census.gov/servlet/IBQTable?_bm=y&-

geo_id=D&-ds_name=SB0200A1&-_lang=en>.

8 For further discussion of this model, see Boston Consulting Group, The New Agenda for Minority Business Development, June
2005, sponsored by the Ewing Marion Kauffman Foundation, p. 25.
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In manufacturing, information technology products and services, business services and support services for
personnel, are expected to show strong growth rates. In addition, health, drug, and medical and dental
equipment manufacturing are expected to grow more rapidly than other manufacturing sectors — see the
accompanying story about Tanox, Inc. for further illustration.

Tanox, Inc.

One example of a firm in a high-growth area is Tanox, Inc. Started by Dr. Nancy T. Chang in the late 1980s, Tanox
scientists discovered a novel approach for the treatment of allergic disease by reducing the levels of immunoglobulin
E in the blood.

In June 2003, an anti-IgE therapy, Xolair® received approval from the U.S. Food and Drug Administration for the
treatment of asthma. Tanox continues to research and develop therapeutic monoclonal antibodies designed to address
significant unmet needs in the areas of asthma, allergy, inflammation, and other diseases affecting the human immune
system, including HIV.

On June 23, 2005, Tanox’s CEO, Dr. Chang, rang the opening bell for NASDAQ in celebration of the fifth
anniversary of Tanox’s listing on the Exchange.

While Dr. Chang’s choice of industry may have been prescient, it does not explain all of her success. She is driven and
views any weakness as an opportunity to obtain additional training and guidance in order to make herself and her team
even stronger. She grows her management team internally, and all of her executives benefit from language,
communications and leadership training. She delights in finding what people do best and advancing them within the
company, mentoring them to bring out their best efforts. But, first and foremost, she is a scientist, with a dream of
making the new drugs that will cure suffering.

In non-manufacturing products and services, several of the more rapidly-growing sectors are computer and
data processing services, securities and trading companies, and management consulting and public relations,
all of which are projected to experience double-digit growth. Accounting, auditing and bookkeeping,
telecommunications, and advertising are also strong sectors (see Table 8).

For the Kaufman Foundation study on minority-owned business development, the Boston Consulting Group
(BCG) formulated a matrix to indicate where potential growth opportunities for minority-owned firms
might lie. BCG indicates that an industry with high sector growth and low growth among minority-owned
businesses warrants aggressive pursuit of opportunity. In portions of the sector where minority-owned
businesses might be underrepresented, a strong partner could help a minority-owned firm enhance
capabilities and capture advantage quickly. This is indicated by the upper left quadrant of the chart located
on the following page.

Conversely, industries in which minority business growth has been significant and business growth overall
is low should be avoided. This is indicated by the lower right quadrant of the chart located on the following

page.

Diversify the Customer Base -- Marketing Beyond the Local Community

Certainly, one aspect of growing a company to a larger scale rests in developing the ability of AAPI firms
to market beyond their local communities. Many AAPI firms begin their life cycle in ethnic neighborhoods
serving members of their own community.

To grow, the firm must begin the process of assimilation by learning to market and provide goods and
services to consumers in the mainstream economy. This has become one of the most difficult areas for
AAPI entrepreneurs. The Minority Business Atlas® calls this the most overwhelming business assistance

% The Southern California Minority Business Atlas, The Community Development Technologies Center and the Merrill Lynch
Foundation, 2000.
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need among minority businesses; 30 percent® of the businesses surveyed needed help in this area. The next
largest area where they needed assistance (6 percent) was in developing a business plan.®’

MINORITY BUSINESSES ARE GROWING IN A VARIETY OF
INDUSTRIES, BUT TARGETED STRATEGIES ARE NEEDED

Minority Owned Businesses—Top 20 categories—75% of total businesses
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CREATE AND DEVELOP OPPORTUNISTIC ENTREPRENEURS

The focus on economic development for the AAPI community needs to go beyond the concern of
establishing new small businesses. To make a true economic impact, it is necessary to take the next step to
help these businesses grow in size and scale so that they can become competitive.

A closer look at a comparison between the number of firms owned by AAPIs and Whites and the firm size
(defined as the number of employees in the business) reveals there is a statistically significant relationship
(Chi-square= 5913, df = 7, p < .000) between the owner’s ethnicity and the firm size (see Appendix F for
details). A closer look at the residuals in the various cross-tabulated cells reveals that Asians have a larger
number of smaller firms than predicted by an independent model, while Whites have a larger number of
bigger firms than predicted by the same model.

At the heart of any business is its owner(s). For the AAPI community, many businesses are established out
of necessity, driven by unemployment or limited employment opportunities for their owners. The reasons
for unemployment among AAPIs can range from labor market discrimination and low English proficiency
to lack of skills or the inability to transfer training and credentials attained in their respective home
countries. Nonetheless, businesses started out of necessity are often designed to simply sustain their
owners.

AAPI-owned businesses can only exceed this subsistence level of operation if their owners are provided the
tools and motivation to become opportunistic entrepreneurs. The creation and development of OEs will

% The Southern California Minority Business Atlas, the Community Development Technologies Center and the Merrill Lynch
Foundation, 2000, p. 19.
¢ Ibid.
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increase the ability and probability that AAPI-owned business can grow beyond current levels and
contribute more to the U.S. economy. The 2002 Census data shows that a significant number of AAPI-
owned businesses do not have any paid employees. They primarily rely on unpaid family members to assist.

Opportunistic Entrepreneurs seek business growth especially if they are already positioned in strong
potential-growth industries. They may be more willing and capable of pursuing innovative strategies such
as alliances, partnerships, mergers, and acquisitions. They may be better positioned to increase use of
capital markets and be capable of quicker response to trends in supply chain management.

Opportunistic Entrepreneurs (OEs) are focused on some sort of innovation or business idea that has significant profit
potential. They are people who seek growth or expansion opportunities that will go far beyond maintaining a
subsistence-level business. These are entrepreneurs that will utilize venture/angel-backed startups, private equity or
bank-financed acquisitions/rollups/expansions, or other financing mechanisms.

Sustenance Entrepreneurs (SEs) are people who simply start a business in order to sustain themselves or their
families. They may try to capitalize on a particular skill or capability, like import/export, restaurant, dry cleaning,
grocery, or other "small* business. They may buy into a franchise. The key is that SEs are entrepreneurial, but do not
aim to be big. This is often a default business model for immigrants that face barriers to finding employment in
mainstream businesses.

Source: Cox, Larry W; Hay, Michael; Reynolds, Paul D; Bygrave, William D; Autio, Erkko. Global Entrepreneurship
Monitor Report. 2002

It may appear that there is little reason to focus assistance on these entrepreneurs. However, it is precisely
these businesses that we should seek to grow to scale because an infrastructure of medium- and large-sized
companies that create jobs, technological advances, and world-class products and services will push and
help grow the U.S. economy. These businesses have the highest potential for growth and expanded
assistance to them will reap the highest rewards to the economy. The establishment of small businesses
alone cannot do this.

Furthermore, small businesses often need larger businesses. Partnerships, alliances, or contracts between
small and larger businesses have been key to a great deal of economic activity. Larger companies also
provide mentors and advisors to assist small businesses acquire the tools and training they need to grow and
improve their operations.

Research indicates that creating large minority-owned businesses —those with at least $100 million in
revenue — is key to:

¢ Driving significant economic development of the community.

o Creating meaningful, lasting, and high-paying jobs.

¢ Providing a cost-competitive and highly capable supply base for major public and private corporations and
government.

e Providing procurement opportunities for smaller minority-owned businesses.

o Developing opportunities for younger entrepreneurs to identify growth prospects and develop businesses of
size.

o Create wealth for minorities.

o Fostering a new cadre of leaders to further support the historic community/civic leadership.

The New Agenda for Minority Business Development, Boston Consulting Group, June 2005, sponsored by the
Ewing Marion Kauffman Foundation

Creating Opportunistic Entrepreneurs
Government, business and community organizations, and universities all play a role in providing tools that
can help AAPI business owners transform from subsistence entrepreneurs to Opportunistic Entrepreneurs.
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A few of these key strategies include:

e Improving access to capital, credit, and increased bonding capacity. Most minority-owned
businesses need to look beyond their own resources (friends, family, personal savings) to
adequately grow to scale.

e Moving beyond the “lone-wolf” founder/CEO business model to a model with management
teams that have the capacity to optimize growth. While AAPI-owned firms are statistically on
par with non-minority-owned firms in adopting corporate structures best suited to large-scale
operations (e.g. S- and C-type Corps), they often struggle with the managerial skills needed for
business growth (delegation, recruiting, rewarding talent).®

e Obtaining competitively-priced business services. Minority-owned businesses face a challenge
in obtaining access to competitively-priced business services such as legal services, health
insurance, and risk management policies. Because the majority of minority-owned businesses are
small, they face a disadvantage in negotiating for many necessary businesses services. The surging
cost of health care, for example, is far higher for small groups and small businesses than for large
corporations. While data collection is lacking, it is clear that association health plans, health savings
accounts, and small business tax deductions are important components of remedies for this
situation.

o Better utilization of technology and developing value-added products and services. AAPI-
owned firms can be better positioned to grow to scale to the extent that they focus on better use of
technology. Receipts per employee in many minority-owned firms are substantially lower than
comparable majority-owned firms. In the manufacturing sector, majority-owned firms generate 1.5
times more receipts per employee than do minority-owned firms, whose products also tend to have
a lower value-added component and, therefore, lower margins.® Increased and better use of
technology can help to increase per employee productivity and capabilities and therefore increase
receipts and productivity.

e Accessing information about opportunities. Minority-owned businesses need access to
information about opportunities that match their firm’s capabilities. A number of studies and
comments made by entrepreneurs have indicated that networking and marketing are areas where
many AAPI entrepreneurs believe could be strengthened. Unfortunately, many AAPI groups report
low participation rates in civic and business networks that could help improve access to
information.

88 Boston Consulting Group, The New Agenda for Minority Business Development, June 2005, sponsor